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Foreword 



In U'62 the College Scholarahip Service held 
ito lirsv colloquium on student aid. Because of 
the long-standing concern of the css about 
gaming the maximum effect from a given 
amount of aid available, the css planned and 
conducted that Colloquium during both ses- 
sions of the Eighty-Seventh Congress. At that 
time aid to education bills, including a federal 
scholarship bill, were pending before Con- 
gress, but it was just before the time in 
America’s history when Americans and the 
Congress were ready to back up the goal of 
equal access to higher education -not only 
with money, but, moi’e important, with the 
moral support and commitment reflected in 
the dollar support. 

In 1962 the federal government was in the 
student aid field primarily through the Na- 
tional Defense Stud^t Lome Program. Since 
that program was enacted in 195& as part of 
the defense-focused reaction tc the new space 
age, federal appropriations for it have grown 
from an initial $57 million in 195,9-60 to more 
than $190 million. The Congress added a work 
program in 1964 as part of the Eccnomic Op- 
portunity Act and, finally, a grant program 
under the Higher Education Act oi' 1965 to 
complete the threei[)art federal program of 
student aid at the undergraduate level. These 
new programs have alr^dy added $200 mil- 
lion annually to the available resources for fi- 
nancial aid. When they are fully operative in 
1969-70, they will contribute approximately 
$400 million and bring the total federal sup- 
port for these three programs to almost $600 
million. 

State governments have entered the stu- 
dent aid field in an accelerated fashion over 
the past 10 years; 17 states now have competi- 
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tive scholarship programs open to candidates, 
without restriction as to field of study. Of 
these 17 programs, all but New York’s have 
been established since 1956 (New York en- 
acted the first program of this kind in 1913 — 
the New York State Regents College Scholar- 
ship Program). And 9 of the 17 state programs 
have been established since 1963. Under these 
17 programs, more than $100 million is availa- 
ble annually to roughly **00,000 students. 
When these funds are aaded to the $600 mil- 
lion from the three federal programs, the public 
share of the total student budget for college 
attendance will be lereatly in excess of what it 
was five or even three years ago. In addition, 
the potential of the permanent Gi Bill adds 
substantial funds, possibly $400 million a 
year, to these figur<», depending on the extent 
to which veterans avail themselves of this 
opportunity. 

Concurrent with this significant increase in 
public responsibility for student expenses, a 
number of other tremds have been noticeable. 
First, and most imiportant, the number and 
the percentage of students enrolled in public 
institutions of higher education have increased 
markedly, in comparison with enrollment in 
private institutions of higher education. In 
1959-60, for example, enrollments were 1,474,- 
000 in private and 12,136,000 in public colleges 
and universities. In 1964-65, the respective 
numbers were 1,916,000 and 3,655,000. This 
trend shows no sign of reversal and leads to 
some major questions about national policy. 

It was in this context that the College 
Scholarship Service decided in 1965 to hold its 
third colloquium on the topic, “The Eco- 
nomics of Higher Education.” The concern of 
this Colloquium, and an ongoing concern of 



the 860 institutions that make up tiie mem- 
bership of the College Sdiolanhip Service 
Assembly is the pattern for the financing of 
higher education, including the pattern of at- 
tendance. To what degree are the p^lems of 
cost and facilities solved by the increasing 
pattern of public attendance -especially at- 
tendance in conmiunity colleges free of the fi- 
nancial burdens of construction, housing fa- 
cilities, and housing fees to students? Even if 
the growth of these institutions solves certain 
financial problems, what is the cost .in diver- 
sity, in student choice, and in the role of the 
private institution? 

Even if some agreonent can be reached in 
national policy about the retQMietive roles of 
privff * ) and public isstitutioBS, iriiat patterns 
can be agre^ upon for the cost of college at- 
tmidance to students? What parentage of the 
total institutional cost should the student 
bear in public institutions as well as in private 
institutions? What level of cost differential 
between the private and public institutions 
will the gmeral public support? How high can 
the cost for the undergraduate years, grades 
18 to 16, be set in a society that heavily subsi- 
dises all other levels of education? If more 



public support w«re to be made available to 
private institutions, how can their indepen- 
dence be preserved? 

These are difilcult questions that must be 
faced and answered as America passes into the 
last third of the twentieth century. And this 
Colloquium was planned and held in an effort 
to help national thinking in finding the an- 
swers to some of these questions. It is the hope 
of those who planned the Colloquium that the 
publiriied papers will stimulate some thinking 
about these key questions. 

I want to take this opportunity to thank 
James L. Bowman for his work in directing 
the Colloquium. At the time of the Colloqui- 
um, Mr. Bowman was director of financial aid 
at Johns Hopkins University. He is no^ as- 
sociate program director of the College Schol- 
arship Service at Educational Testing Service, 
Princeton, New Jersey. I also want to thank 
the 12 speakers who, through their papers and 
in discussions, contributed much to this on- 
going debate. The css hopes that these papers 
will prove valuable to the groups and com- 
missions that have been established to study 
the structure of higher education in this 
country. 

GRAHAM R. TAYLOR 
AnoeiaU DirteUtr 
Cottsge Scholanhip Stnice 




Introduction 



Reflecting on the Colloquium at which the 
papers in this volume were presented, I am 
reminded of a passage from Lewis CarroH’s 
great children’s classic: 

“ ‘Will you tell me which way I ought to go 
from here?’ 

‘Depends on where you want to get to,’ 
replied the Cheshire cat. 

‘Well, I really don’t very much care,’ 
replied Alice. 

‘Then, it doesn’t matter much which way 
you go,’ said the cat.” 

For when looking at an area as broad as ‘‘The 
Economics of Higher Education,” one can 
very readily feel like Alice. However, with the 
assistance of a very able advisory committee, 
the Colloquium planners were able to ascer> 
tain where they intended to go. 

As envisaged by the planners of the meet^ 
ing, the Colloquium was intended to deal 
broadly with the question of the most effective 
methods of financing higher education, and 
with the role and problems of the educational 
consumer. It was hoped that the Colloquium 
program would provide a guide to the prob- 
lems, both present and implied, in current 
trends of financing higher education and 
would raise questions regarding the future 
that the participants could carry back to their 
own institutions. The role of the speakers, 
then, was not to present the results of re- 
search, but to present and discuss stimulating 
issues and assist the financial aid officers in 
looking at some of the implications for the 
future. That the speakers succeeded in this en- 
deavor I think there can be little doubt. 

I will not try to summarize the papers that 
were presented at the Colloquium and that 



now appear in this volume. To do so would 
not do justice to the presentations, for what 
one person views as important may be entirely 
irrelevant to another. It may be helpful, how- 
ever, to review the framework of the program 
in which the papers were presented. 

The initial address ‘‘Broadening the Socio- 
economic Base of Higher Education in an Era 
of Rising Costs,” by the Honorable Peter H. 
Dominick, Senator from Colorado, and the 
paper by Professor Seymour Harris on the 
economics of higher education, provided for 
discussions in the relatively broad area of the 
economic problems of higher education. 

From this broad overview there followed 
discussion of the ways higher education can 
be financed, in view of the continued rise in 
the cost of education and society’s desire to 
make higher education more accessible. 

Of great concern, with respect to student 
accessibility to higher education, is the pricing 
problem of higher education and its concomi- 
tant effects on institutions, student choice. 
and the socioeconomic mix of the student 
body. It is to this area that the papers pre- 
sented by Allan Cartter and Fred Glimp were 
directed. As pointed out in the discussions 
that followed these papers, some source of 
funds other than parental income and college 
endowment must be used if access to higher 
education is to be broadened. 

Given the fact that the resources of society 
must be used in the support of higher educa- 
tion if accessibility is to be broadened, what 
is the rationale for society’s investment? 
Economists and sociologists have long been 
interested in the economic and social returns 
to the individual and to society that result 
from investment in higher education. There is 
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little doubt that there is some return from this 
kind of investment, and this reason is often 
advanced in support of proposals to rely upon 
long-term credit to the individual as the 
means of financing higher education. It was 
within this framework that Lee Hansen pre- 
sented his paper. He left the thought with the 
Colloquium participants that, while there is a 
return to society and the individual, reliance 
on quantitative figures may be misleading, for 
there is much more work to be done in this 
area. 

From the discussion of the rationale for 
society’s investment, the participants pro- 
gressed to discussions of the actual investment 
that is taking place within the public sector in 
the support of higher education and the broad- 
ening of accessibility to higher education. At 
the same time, alternative measure and fu- 
ture implications must also be of concern. 

The United States government has long 
been a major provider of funds in support of 
education at all levels. Historically, the sup- 
port has been directed toward the institutions 
in terms of grants, appropriations, tax sup- 
port, and a host of other means. With the 
growing emphasis on accessibility to higher 
education for more of America’s youth has 
come an increasing support of programs de- 
voted to student financial aid. The interest of 
the federal government in educational oppor- 
tunity was viewed by Peter Muirhead of the 
Office of Education in his discussion of federal 
financial aid programs. Within the area of 
state and local support of higher education, 
Selma Mushkin raised many questions for the 
tuture by projecting the need for expenditures 
in the decade ahead and the requirements that 
this expenditure will impose on the financial 
structure of state and local governments. 

While current support of higher education 
by government is higher than ever before, a 
feeling exists that much more support is 
needed. An alternative solution that has been 
proposed, in lieu of increased direct federal 
support, is the provision of tax credits for 




educational expenditures. The pros and cons 
of such an approach to educational financing 
and its implications for the future are the 
target of the papers presented by Roger Free- 
man and Edwin Young. That the subject 
proved interesting to the Colloquium partici- 
pants was demonstrated by the fact that the 
question and answer period continued long 
past the normal hour for adjournment. 

The final phase of the Colloquium was de- 
voted to some implications for the future in 
existing student financial aid programs. The 
growing proliferation of long-term credit for 
student financing of higher education has be- 
come of increasing concern to financial aid 
officers, and to institutions of higher educa- 
tion. As students continue to make substantial 
investments in current education from future 
repayments, what are the implications with 
respect to individual students and the institu- 
tions? In his paper relating to this area. Jack 
Critchfield gives financial aid officers great 
food for thought. Although concern has been 
expressed over the proliferation of loan funds, 
the judicious use of loans, in combination with 
other forms of financial assistance, is firmly 
entrenched in the st^ent financial aid pro- 
gram. Consequently^ijlavailability of funds 
for the purposes of jBter^ student credit 
is of importance. increasing emphasis 

being placed on the <^mercial banking sys- 
tems as the provider of funds for student 
credit, the effect of monetary policy on the 
ability of the banks to make loans is of great 
interest to financial aid officei j. Many impli- 
cations for the future were presented by Eliot 
Swan in his discussion of monetary policy and 
ite effects on the financing of higher education. 

An area of concern to institutions of higher 
education and to student financial aid officers 
is the effect on private philanthropy of the ex- 
panding role of government in the provision of 
student financial aid. The discussion by 
Robert Kreidler within the framework of sup- 
port to higher education provided great in- 
sight. 



Vlll 



O 

ERIC 

hiaifiiifftaiTiTiaii 



1 



i 



t 



While this summiury hM briefly sketched 
the framework of the Colloquium and the 
individual papers collected in this book» there 
is no way to reflect the discussions and inter- 
<'hanges, in both fonnal and informal settings, 
that took place among the participants in the 
Colloquium. That those who came were inter- 
ested was evidenced by the fact that there 
was full attendance at all the sessions, in spite 
of the many diversions offered by the meeting 
place. 



As dirsetor of the Colloquium, I would be 
remise if I iid not express my appreciation to 
the speakers for their excellent presentations, 
to the participants for their warmth and re- 
sponsiveness, and to the staff of the College 
Scholarship Service for attending, in such a 
competent way, to the myriad of administra- 
tive details that are involved in such a meet- 
ing. 

JAMES L. BOWMAN 
Director of the Colloqumm 

April 1967 
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by ALLAN M. CARTTBR 



Like many aspects of education, price both is 
and is not a problem. It certainly is a problem 
to every parent or self-financed student - but 
then it always has been. It is also a problem to 
every academic administrator who must face 
the annual decision of whether or not to raise 
fees, but then this is nothing new. I assume 
that the thoi*n ca'osing the irritation is the 
question of rising real costs borne by the stu- 
dent and his family, and that the dilemma ed- 
cators must grapple with is the perennial ques- 
tion of how much farther the tuition escala- 
tion can go without beginning to have serious 
effects on the demand for educational services 
-not just the total demand for places in col- 
lege, but the intellectual and social mix of po- 
tential students that constitutes that demand. 

First, let me suggest that this problem seems 
somewhat more pressing just now because the 
$2,000 level of tuition and fees is roughly anal- 
ogous to the 4-minute mile. A very few colleges 
and xmiversities have gingerly put their toe 
over the line, but as of 1966 the barrier is not 
clearly broken. There was a similar hesitancy 
just after World War II, when $1,000 fell by 
the wayside as a fee for attending the more 
prestigious colleges, although the Gi Bill eased 
the path. Somehow odd sums like $650, 
$1,375, and probably $2,250 do not represent 
the same emotional hurdle for school or parent 
as the rounded sums do. 

Because figures in current dollars tend to 
give a misleading impression — I, too, remem- 
ber that my first new car cost only $1,200 in 
1947, although I tend to forget that I was then 
saving money on a $2,600 instructor’s salary - 
let me illustrate price trends in constant dol- 
lars, converting to 1964 prices. Table 1 shows 



the level of tuition and fees, and room and 
board costs, for three groups. An average is 
shown for 32 public institutions for in*state 
students and for out-of-state students, ami 
also an average for 99 private colleges and uni- 
versities. These are all the institutions that 
have reported such data consistently for each 
of the nine editions of Amerkmt Unmmtm 
and VolUgei, Prices prior to 1964 have been 
infllated to 1964 equivalent levels by the use of 
United States Department of Commerce in- 
dexes. I have carried the series back as far as 
possible, for the choice of u beginning date 
markedly affects the results. Many tables like 
this one start with the postwar period, thus 
throwing into even bolder relief the relatively 
rapid rise of tuition costs at private institu- 
tions of higher education. 

Several interesting points emerge. First, the 
real costs of attending college have increased 
since 1928 in each category of institution; to- 
tal costs have risen 27 percent for innstate stu- 
dents at public institutions, 57 percent for out- 
ofH 3 tate students, and 64 percent for students 
at private institutions. Compared with 1932 — 
or, for that matter, with any year in the 1930s 
— the change has been surprisingly minor. To- 
tal cost has actually declined for innstate pub- 
lic institutions and risen by only 10 percent for 
out-of-state public institutions, and a relative- 
ly modest 20 percent rise has occurred in the 
private institutions. 

Second, for any year in the postwar period 
up to about 1960, the real costs were less than 
they had been during the prewar decade. That 
is to say, for anyone at a given income level 
such as $10,000 or its real equivalent in earlier 
years, for example, $3,700 in 1932, $4,000 in 
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1936. $4,250 in 1940, $7,4O0 in 1948, the cost 
of higher education was lower in the 1950s 
than in the 1930s. 

'rhird, the most rapid relative increase has 
taken place over the last six or seven years. 
This increase is particularly noticeable in the 
case of out-of-state students in public univer- 
sities and in the pri vate institutions. 

Fourth, room and board costs in real terms 
have hardly changed, the increase being 15 
percent and 6 percent for the public and pri- 
vate institutions from 1928 to 1964, and the 
change being minus 14 percent and minus 22 
percent respectively since 1932. Highlighted is 
the fact that tuition charges are responsible 
for almost all the real increase in costs. For ex- 
ample, for out-of-state students at public in- 



stitutions, tuition and fees represented less 
than 30 percent of the total major costs in 
1928 but were nearly equal to room and board 
charges by 1964. For private institutions, tui- 
tion and fees were 36 percent of the cost in 
1928 but accounted for 60 percent by 1964. 
The marked increases in tuition levels reflect 
the increases in instructional costs, matching 
the more rapid rise of academic salaries over 
the past 8 or 10 years. 

Table 2 makes a similar comparison of the 
1928=64 period. The first three columns show 
indexes (1928 — 100) for total major costs in 
current dollars. The next several columns give 
various indexes of family and per capita in- 
come. Again they reinforce the view that th^ 
cost of higher education was a relative bargain 



7hble 1 . Major college costs in constant dollars ‘xonverted to 106^ prices) 



PuUie imtitutiom (in stated PubUe imtitutions (out of state)^ Primte imiUutions* 



Year 


Tuition 

and 

fees 


UOOM 

and 

board 


Total 


7'uition 

and 

fees 


Room 

and 

board 


Total 


Tuition 

and 

fees 


Hoorn 

and 

board 


Total 


1928. ..... 


168 


651 


819 


267 


651 


918 


449 


798 


1,247 


1932. ..... 


257 


8T8 


1,135 


429 


878 


1,307 


716 


1,087 


1,703 


1936. ..... 


268 


741 


1,009 


471 


741 


1,212 


696 


944 


1,640 


1940 


282 


798 


1,080 


504 


798 


1,302 


746 


949 


1,695 


1948. ..... 


189 


615 


804 


390 


615 


1,005 


574 


699 


1,273 


1952. .... 


196 


664 


860 


424 


664 


1,088 


724 


731 


1,455 


1956. .... 


215 


682 


897 


475 


682 


1,157 


731 


752 


1,483 


1960 


260 


725 


985 


590 


725 


1,315 


942 


807 


1,749 


1964. 


294 


751 


1,044 


690 


752 


1,442 


1,200 


849 


2,049 


Change 
(in percent) 




















1928-64 .... 


Hh75 


+15 


+27 


+159 


+15 


+57 


+167 


+ 6 


+64 


1932-64 ... 


+14 


-14 


- 8 


+ 61 


-14 


+10 


+ 68 


-22 


+20 


Average annual 
$ increase 




















1956-64 .... 


+10 


+ 8 


+18 


+ 27 


+ 9 


+36 


+ 58 


+12 


+70 



1. Inclades iSO large and 12 small public institutions which have reported student cost data in each edition of 
Amencan Universities and Colleges since 1928. 

2. Includes 99 private institutions regularly reporting student cost data, in the following categories: 14 large 
universities, 14 medium-size universities, 30 coeducational liberal arts colleges, 20 men’s colleges, and 21 wom- 
en’s colleges. 
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Table Indexes of income and college costs (tuition and fees, room and hoard), 192S-$k^ 



Year 


Public 

in~8tale 

major 

coed 


Public 

out’ 

of-etate 

major 

coed 


Private 

major 

coed 


1928 ..... . 


100 


100 


100 


1932 . 


108 


112 


111 


1936 ...... 


102 


112 


109 


1940 


112 


121 


116 


1948 ...... 


152 


170 


169 


1952 


180 


205 


185 


1956 ..... . 


200 


233 


218 


1960 ...... 


238 


286 


279 


1964 . 


268 


333 


346 



Per capita 
dijpoeable 
income 


Pre-tax 

averape 

familp 

income 


Poet-tax 

averape 

family 

income 


Ratio of 
private 
to public 
(in-etate) 
coif 


Ratio of 

private 

to publie 

(out- 

of-etate) 

coet 


100 


100 


100 


1.63 


1.37 


58 


Not 

available 


Not 

available 


1.58 


1,37 


77 


73 


72 


1.63 


1,36 


86 


80 


79 


1.67 


1,30 


193 


187 


171 


1,58 


1.27 


226 


228 


205 


1.68 


1.24 


260 


265 


240 


1.65 


1.28 


287 


303 


276 


1.78 


1.33 


336 


356 


322 


1.96 


1.42 



in the postwar de<mde and only in the last sev- 
eral years has recumed to about parity with 
p »r capita incomes. 

Perhaps the figures that best illustrate the 
unease today’s academic administrator feels 
about tuition levels are in the two right-hand 
columns of Table 2. Here is shown a ratio of to- 
tal major costs between the public and private 
institutions from 1928 to 1964. The ratios were 
surprisingly stable throughout the period until 
the 1960s. The cost to the student in the aver- 
age private institution remained about one 
and a half times the cost of attending an in- 
state public institution as a resident student 
until nearly 1960, but it has now quickly risen 
to double. The ratio between out-of-state pub- 
lic and private institutional costs had risen in 
1964 above the 1928-32 level for the first time. 
This widening differential should be a cause for 
concern to all parties- to private institutions, 
because a rising price differential will probably 
have serious effects upon the type of student 
body they can attract; and to public institu- 
tions, because this increasing spread creates 
more local pressures for instituting or raising 
tuition. If there were a corresponding diver- 
gence in the quality of education offered by 
public and private institutions, this widening 



price differential might not be a cause for con- 
cern; however my impression is that over the 
last generation the qualitative differential has, 
if anything, been reduced (and in some areas 
public institutions are superior to private in- 
stitutions in the quality of education offered). 

In order not to overstress this point, how- 
ever, let me add one major qualification. In 
1940 only about 9 percent of family units had 
incomes of $10,000 and above in 1964 dollars 
(roughly the equivalent of $4,250 in the dol- 
lars of the day), as contrasted with about 20 
percent today. Further, in 1940 only about 
half of the children in such families entered 
college, whereas about three quarters of them 
do today. Finally, the total college-age popu- 
lation has risen by one-third since 1940. Com- 
bining these factors, I estimate that only 
about 400,000 college students came from fam- 
ilies whose income was $10,000 and above 
(1964 dollars) in 1940, as contrasted with 1.8 
million today. This increase of four and a half 
times should be contrasted with the fact that 
enrollment in private colleges and universities 
has increased only about two and a half times 
over the same 25 years. Thus, there are nearly 
twice as many students from relatively affluent 
families compared with the number of places 



in institutions of higher lemming as th«re were 
26 yewrs ago. I would conclude from this that 
were the private colleges and universities con- 
t«it with the same mix of students -socially 
and intellectually - that they had in 1940, they 
could probably charge from a third to a half 
more than their current price. Because acad- 
emicians by and large are men of conscience, 
they are hesitant to charge what the market 
will bear. Thus tiiey have resorted to the only 
other seemingly equitable and administrative- 
ly simple device of rationing students -that 
is, greater selectivity on the basis of academic 
achievement and aptitude. It is no wonder 
that this is an age of educational testing, for 
educators have tended to substitute such tests 
for market instruments of rationing. But now 
research studies are subverting educators’ 
faith, by indicating that academic grades have 
little predictive value for later career success 
and that ’*neutral” tests have a strong and in- 
delible cultural bias; thus educators are left in 
an increanngly uncomfortable podtion. Oh fcr 
the faith of the Robbins Committee, debating 
at Iragth whether the proper cutoff point for 
university education in Great Britain should 
be 111.5 or 118! 

Let me summarize again what I conclude 
from Table 1 and Table 2 concerning the pric- 
ing problem facing private colleges and univer- 
sities. First, private institutional costs have 
risen faster than public institutional costs, par- 
ticularly over the last seven or eight years. 
Second, private institutional costs, however, 
have ris^ little in relation to family incomes 
- in fact, in relation to the incomes of families 
that have traditionally sent their children to 
private institutions, costs of private colleges 
may still be below their level in the 1920s and 
1980s. Third, the number of college students 
from relatively affluent families ($10,000 and 
above) has risen twice as fast as the number of 
places in private institutions. Thus the oppor- 
tunity to raise tuition levels has certainly not 
been exhausted, although many institutions 
will not be able to retain their newly found and 



now cherished ssisctivity in admissions if tu- 
ition levete continue to riiw at their recent rate. 
Fourth, greater economic selectivity of stu- 
dents (implied in the rapid tuition rise in pri- 
vate colleges) is occurring just at a time when 
most institutions would prder to broaden the 
base from which they draw able students; thus 
many private institutions are caught between 
economic necessity on the one hand and an 
enhanced sense of social obligation on the 
other. 

Until now I have concentrated on the insti- 
tutional view of college pricing. A preliminary 
comment should be added from the consumer’s 
perspective. The growth of the public institu- 
tions of higher education has broadened the 
range of alternatives available to the individu- 
al student. Fifty years ago public collegiate 
education was by and large an ’Inferior good” 
in the economist’s terminology - cheaper both 
in price and in quality. In most states this is 
no longer true, and the best public colleges and 
imiversities now provide educational services 
that are the equal of those offered by private 
institutions. The public institutions are very 
diverse, providing a range of low-cost aktema- 
tives from junior coll^ through univwsity 
level. Thus in t«rms of price, quality, accend- 
bility, and admissibility, the individual stu- 
dent has a much wider range of choice than 
ever before. In addition, the growth of state 
sdiolarship and partial-tuition grant pro- 
grams, and the ready availability of both pri- 
vate and public loan funds, have tended to les- 
sen the financial burden regardless of the 
stated institutional price level. Thus the total 
collegiate system is achieving a more desirable 
balance in terms of composition of the student 
body -drawn from the whole range of eco- 
nomic and social strata. Most educators, 
whether they represent public or private in- 
stitutions, are less content with the particular 
’’student mix” in any single institution, but 
the whole system works remarkably well. 

Let me turn now to some questions of pric- 
ing in public systems of higher education. Ta- 
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Mle S. State indexes of college cost, enrollment, quality, and public support 









Ratio of 
private plus 








Reoreseniatm 


Ratio of 


omt-of-state 


Quality 






vublic price for in-state puilic 


public 






tinder^ 


enrollment 


enrollment 


indexfor 




S^aiti ranked 
by price 


graduates 

{inMlarsp 


toU-at 
age group 


tol8-U 
age group 


public sector Index of 
tS'Point scale)* state effot 


1, California . . . 


... 387 


.54 


.09 


2.5 


.25 


2. Florida .... 


... 393 


.27 


.16 


2.3 


.24 


3. Mississippi. . . 


... 510 


.23 


.07 


1.6 


.58 


4. Texas 


... 570 


.30 


.10 


1.7 


.23 


6. Idaho 


... 586 


.25 


.20 


2.9 


.49 


6. Illinois .... 


... 589 


.25 


.19 


2.7 


.16 


7. Louisiana . . . 


... 631 


.28 


.08 


2.0 


.55 


8. Missouri. . . . 


... 648 


.22 


.16 


2.0 


.14 


9. Maryland . . . 


.♦. . 651 


.19 


.22 


2.2 


.14 


10. Kansas .... 


... 656 


.39 


.15 


2.2 


.35 


11. Oklahoma . . . 


... 675 


.34 


.12 


1.9 


.36 


12. Wyoming . . . 


... 696 


.33 


.14 


3.1 


.39 


13. Arizona .... 


... 703 


.43 


.06 


2.4 


.35 


14. Washington . . 


... 703 


.34 


.14 


3.0 


.35 


15. Kentucky . . . 


... 715 


.17 


.13 


2.4 


.31 


16. Tennessee . . . 


... 745 


.18 


.13 


1.5 


.23 


17. Georgia .... 


... 748 


.13 


.09 


1.6 


.25 


18. Arkansas . . . 


... 767 


.19 


.11 


1.6 


.46 


19. Massachusetts . 


... 771 


.11 


.37 


1.7 


.04 


20. Nebraska . . . 


... 771 


.31 


.15 


2.3 


.28 


21. North Dakota . 


... 776 


.35 


.20 


1.7 


.79 


22. North Carolina . 


... 779 


.13 


.11 


2.1 


.28 


23. West Virginia . 


... 787 


.22 


.10 


1.3 


.39 


24. Alabama. . . . 


... 813 


.15 


.10 


1.6 


.30 


25. South Dakota . 


... 827 


.27 


.17 


2.5 


.39 


26. New York . . . 


... 839 


.18 


.21 


2.1 


.07 


27. Michigan . . . 


... 843 


.32 


.13 


2.3 


.26 


28. Virginia .... 


... 843 


.14 


.16 


2.3 


.19 


29. Ohio 


... 853 


.24 


.20 


2.5 


.12 


30. Iowa ..... 


... 861 


.20 


.26 


3.4 


.34 


31. Connecticut , . 


... 866 


.16 


.37 


1.8 


.07 


32. Utah 


... 906 


.40 


.13 


3.0 


.45 


33. Colorado . . . 


. . . 910 


.29 


.12 


2.2 


.24 


34. Delaware . . . 


... 934 


.15 


.19 


3.7 


.12 


35. New Mexico . . 


... 942 


.26 


.09 


3.2 


.41 


36. Montana . . . 


... 946 


.33 


.15 


2.7 


.42 


37. New Hampshire 


... 948 


.14 


.18 


3.1 


.17 


38. Wisconsin . . . 


... 955 


.30 


.14 


2.6 


.21 


39. Minnesota . . . 


... 973 


.31 


.15 


2.8 


.26 
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Table $. State indexes of college cost, enrollment, quality, and public support {cmtinued) 



Slater ranked 
hy price 


Ratio of 

Representative in-etate public 
piwlic price for enrolment 
undergraduates to IS-ei 
(in dotlarsp age group 


Rafio of 
private plus 
out-of'State 
public 
enrollment 
to 18~tl 
age g<^oup 


Quality 
index for 
public sector 
(5-point scale)* 


Index of 
state effort 


40. Oregon 


. 984 


.31 


.15 


2.8 


.35 


41. Maine 


. 992 


.14 


.12 


3.0 


.17 


42. Nevada 


. 1,001 


.26 


.10 


4.0 


.19 


43. South Carolina . . . 


. 1,004 


.09 


.11 


1.8 


.32 


44. Pennsylvania. . . . 


. 1,028 


.10 


.30 


2.1 


.05 


45. New Jersey .... 


. 1,057 


.16 


.34 


2.4 


.05 


46. Indiana 


. 1,113 


.24 


.16 


3.5 


.26 


47. Rhode Island. . . . 


. 1,114 


.13 


.20 


2.3 


.15 


48. Vermont 


. 1,149 


.15 


.16 


3.1 


.29 


Average of lowest-price 
10 states 


. $562 


.292 


.142 


2.52 


.313 


Average of highest-price 
10 states 


.$1,042 


.189 


.179 


2.78 


.209 



) . Average major costs, weighted by enrollment in junior colleges, senior colleges, and universities. 

2. Weighted quality index for public institutions, from dissertation in progress by R. Farrell. 

3. State and local expenditures for current operations for public institutions of higher learning, stated as percent 
of state per capita personal income. 



ble 3 presents some preliminary data drawn 
from a dissertation in progress by Robert 
Farrell, a research associate working with me. 
Column one indicates the weighted-average 
level of major costs (including room and board 
for resident students) for all public institutions 
of higher education in all states except Hawaii 
and Alaska. California is the least expensive, 
not only because of the low level of fees (no 
tuition charges are made in state institutions), 
but also because a very high percentage of the 
students enrolled live at home. The states at 
the high end of the list generally have relative- 
ly high tuition, a high percentage of resident 
students, and very few public junior colleges 
in the state. 

These selected indexes reflect some of the 
economic choices faced by each state in higher 
education. I would have anticipated the fol- 
lowing relationships between the level of pub- 



lic prices and the other variables. States that 
have below-average price levels would have 
above-average ratios of in-state public enroll- 
ment in the 18 to 21 age group, below-average 
ratios of private plus out-of-state enrollment 
io population, and a larger total ratio (the two 
combined). Low prices would also be associat- 
ed with a high index of state effort. Overall 
quality would probably depend upon a com- 
bination of the factors reflected in the first and 
last column. 

As one runs down the columns of Table 3, 
the figures for particular states do not seem to 
comprise a clear-cut pattern. However, the 
general presumptions referred to above are 
evident. For example, the averages shown for 
the top 10 and bottom 10 states indicate that 
the ratio of columns 2 and 3 is approximately 
2 to 1 for the low-price states, and 1 to 1 for the 
high-price states; and the combined enroll- 
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merit ratios are .434 for the low-price states, 
and .368 for the high-price states, as expected. 
Tuition levels and state support through pub- 
lic revenues aie seen to be inversely related. 
Quality does not differ significantly between 
thetwc categories. 

The quality index in Table 3 deserves an 
added word, for it may seem surprising to find 
Wyoming above Michigan, and Idaho above 
California. R. Farrell, whose index this is, 
based his rating of four-year institutions on a 
study by David Brown, professor of eco- 
nomics of the University of North Carolina to 
be published by the American Coimcil on Ed- 
ucation in 1967.^ For the two-year institutions 
Farrell developed his own rating index based 
partly on the ratio of associates degrees to en- 
rollment, and partly on the experience of ju- 
nior colleges in sending their students on to 
senior institutions. For the universities, four- 
year colleges, and two-year colleges, institu- 
tions were rated on a five-point scale. The 
overall state index reflects these ratings, 
weighted by the percentage of students in each 
type of institution. Thus the University of 
California is admittedly outstanding, but only 
percent of Californians attend the univer- 
sity, as contrasted with about 25 percent in 
state colleges and 66 percent in junior colleges. 

At the other extreme the University of Wy- 
oming is not generally thought of in a class 
with the University of California at Berkeley, 
but the majority of students in public institu- 
tions in Wyoming were attending the univer- 
sity. States that rank about 2.5 are generally 
quite good, as a system; states below 2.0 prob- 
ably leave something to be desired as a system, 
even though some units of the system may 
stand out qualitatively (as is the case in Tex- 
as). California does reasonably well on overall 
quality, even though it charges the lowest fees 
and was twenty-seventh in order of state ef- 
fort. Somehow the sheer size of California, 
plus the unusually high level of per capita in- 
come, permits it to have a quality system at a 
relatively small cost. Some of the poorest 



states in terms of per capita income have high 
effort ratings— for example, Mississippi, Loui- 
siana, North Dakota, and Arkansas - but they 
are not absolutely well enough off to provide 
high quality systems of public education. 

When I reviewed these quality indexes for 
the public institutions I suggested to Farrell 
that it would be interesting to compute them 
for the private institutions in each state, for 
one would expect a close correlation. In such 
states as California, Washington, Utah, Iowa, 
Delaware, and Indiana, it probably is more 
difficult for a medium quality private institu- 
tion to make the grade in the face of quality 
competition from the public institutions. By 
contrast, I would imagine that the relatively 
low quality index for the public-institution 
system in Mississippi, Texas, Tennessee, West 
Virginia, and South Carolina would permit 
relatively poor private institutions to hold 
their own in these states. 

Similarly, one would expect private institu- 
tions to fare better in states where the level of 
charges at public institutions is high. The 
competition for in-state students is tough in 
California and Florida, but more favorable to 
the private college in Vermont, New Jersey, 
and Pennsylvania. If the price differential be- 
tween the public and private institutions is 
quite large, then the private institutions must 
work doubly hard to offer a type of education- 
al experience that is not, or cannot, be offered 
by public institutions. One factor in favor of 
the private institution is that there seems to 
be something in the nature of the political or 
state budgetary process that puts a premium 
on rapid expansion of public institutions. The 
kind of public institution that might have rep- 
resented a real challenge to the private liberal 
arts college was illustrated on either coast by 
Harpur College in the New York State system 
and by The University of California at Santa 



1. David Brown, Academic Labor Markets. The 
study was conducted with support from the U.S. 
Department of Labor. 
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Cruz. Within a few short years, however, Har- 
pur has determined to become a full-fledged 
university rather than a prototype excellent 
public liberal arts college, and Santa Cruz is 
being permitted only that degree of deviation 
from the university pattern that can be shoe- 
homed into the standard budgetary formula. 
The small private colleges on either coast 
should be grateful to the respective regents for 
preventing poachmg on their territory. 

For emphasis, let me state the above point 
in the form of a question. Administrators in 
private colleges and universities must con- 
stantly ask themselves: What do we offer the 
student that justifles the price differential be- 
tween private institutions and competing pub- 
lic institutions? It may satisfy some adminis- 
trators that they experience more autonomy 
vis-a-vis the statehouse and exhibit academic 
independence, but this is not a sufficient an- 
swer to the student (or his parents) who must 
shoulder the higher cost. Nor is low quality 
personalized education a good substitute for 
high quality depersonalized education, in my 
judgment. Several months ago I might have 
posed this question merely as a challenge; to- 
day I am losing some of my own sleep asking 
what it is that New York University can do 
sufficiently better to justify the price differen- 
tial between it and The City University of 
New York, the State University of New York 
at Stony Brook, or Rutgers— The State Uni- 
versity. If there is not a convincing answer to 
this question — and I honestly believe there 
is— then there is no particular future for this 
type of private institution. 

Finally, let me turn to the question of the 
characteristics of students attracted to differ- 
ent types of institutions— most particularly 
types according to cost category. 

The Office of Research of the American Coun- 
cil on Education, imder the direction of Alexan- 
der Astin, has recently initiated a student data 
bank, which assembles i’ formation about stu- 
dent and institutional characteristics on an 
annual basis. Work done in the 1965-66 aca- 
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demic year was a pilot operation, and 62 par- 
ticipating institutions were chosen as a bal- 
anced representative sample. In 1966-67 the 
Council will have about 300 institutions in- 
volved. Figures 1 and 2, and Table 4, sum- 
marize a few selected items I requested as 
background for this paper. The data cover 
about 40,000 entering freshmen who an- 
swered questionnaires at the time of their reg- 
istration in September 1965. Within six weeks 
the institutions had received full particulars 
about their entering classes, and national 
norms for their particular type of institution. 
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Table Some characteristics of 1965-66 freshmen in four categories of institutions 

Private institutions Public institutions 

Select Select 





group 


Other 


group 


Other 


Highest degree planned: 


None 




2.1 


.9 


2.6 


Bachelor’s 




36.7 


41.1 


34.7 


Master’s 




39.0 


30.3 


44.6 


Professional degree 




9.9 


15.2 


7.2 


Doctorate (Ph.D. or Ed.D.) 




11.9 


11.9 


10.7 


Other schools applied to: 


No other 




34.2 


52.1 


42.8 


One other 




21.5 


21.6 


20.6 


Two others 




19.7 


13.0 


17.9 


Three others 




13.6 


8.0 


11.3 


Four or more 




10.8 


5.0 


7.2 


Average number of applications 


2.8 


2.5 


1.9 


2.2 


Other schools, number of acceptances: 


No other 




34.2 


48.7 


42.8 


One other 




31.5 


28.1 


28.3 


Two others 




20.7 


14.6 


18.4 


Three or more 


28.7 


13.3 


8.2 


10.2 


Average number of acceptances 


2.4 


2.2 


1.8 


1.9 


Schools preferred to current one: 


No other 


79.1 


77.8 


86.0 


81.4 


One other 




18.8 


11.6 


16.1 


Two or more others 


3.5 


4.4 


2.4 


2.5 


Type of secondary school attended: 


Public 


73.7 


74.2 


89.5 


88.7 


Denominational 


10.9 


20.1 


5.4 


7.5 


Private 


15.4 


5.7 


5.1 


3.8 


Average grade in secondary school: 


A 


38.5 


16.1 


27.2 


11.7 


B+ 




17.7 


22.9 


18.8 


B 




21.9 


22.2 


26.4 


B- 


9.3 


17.0 


13.6 


18.2 


C 


10.4 


26.3 


13.7 


23.9 


D 


2 


.5 


.1 


.6 


Father’s educational attainment: 


Grammar school or less 


4.1 


7.4 


5.0 


8.3 


Some high school 


6.9 


12.5 


8.2 


15.6 


High school graduate 


18.4 


26.0 


25.8 


33.2 


Some college 


17.9 


20.2 


22.5 


18.9 


College graduate 


26.6 


20.8 


23.5 


16.2 


Postgraduate degree 


25.8 


12.9 


14.6 


7.5 


Mother’s educational attainment: 


Grammar school or less 


2.5 


4.8 


2.8 


4.5 
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Table 4 * Some characteristics of 1965-66 freshmen in four categories of institutions {continued) 



Private institutions 


Public institutions 


Select 




Select 


group 


Other 


group Other 



Some high school 


. . 6.1 


9.4 


6.3 


12.9 


High school graduate 


. . 27.9 


38.0 


37.3 


45.3 


Some college 


. . 25.0 


23.9 


26.5 


20.1 


College graduate 


. . 30.4 


20.1 


23.4 


14.7 


Postgraduate degree 


. . 7.9 


3.6 


3.4 


2.2 


Estimated parents* income: 


$4,000 and below 


. . 4.0 


5.4 


3.9 


6.7 


$4,000-$6,000 


. . 7.4 


11.3 


11.5 


15.5 


6,000- 8,000 


. . 11.4 


15.2 


14.9 


21.1 


8,000-10,000 


. . 12.0 


15.9 


14.2 


16.5 


10,000-15,000 


. . 24.6 


26.6 


26.3 


24.2 


15,000-20,000 


. . 14.0 


10.7 


11.9 


8.4 


20,000-25,000 


. . 8.5 


6.0 


6.7 


3.2 


25,000-30,000 


. . 5.5 


2.6 


3.5 


1.5 


30,000 and above 


. . 12.1 


5.8 


6.7 


2.5 


Estimated median 


. .$13,750 


$10,500 


$11,000 


$8,500 


Concern about financing education: 


None 


. . 41.0 


37.6 


40.9 


33.5 


Some concern 


. . 50.4 


52.9 


50.7 


57.0 


Major concern 


. . 8.4 


9.4 


8.3 


9.3 


Secondary school achievements: 


President of student organization 


. . 36.8 


29.7 


35.0 


24.9 


Major part in student plan 


. . 22.9 


22.9 


26.1 


21.3 


Edited school paper 


. . 19.1 


14.0 


16.8 


12.1 


Original writing published 


. . 30.1 


20.7 


23.0 


15.3 


Participant, National Science Foundation Summer 


Program 


. . 5.4 


1.0 


2.3 


.7 


Scholastic honor society 


. . 53.4 


31.4 


40.6 


25.3 


National Merit recognition 


. . 29.6 


8.5 


12.3 


5.8 


Average level of tuition at institutions studied 


. . $1,534 


$960 


$308 


$326 



The grouping of senior institutions into four 
categories in Table 4 was my own choice. The 
data are summarized for (column one) prestige 
private institutions such as Reed College, Wil- 
liams College, California Institute of Tech- 
nology, and Tulane University; (column two) 
representative private institutions such as 
Whitman College, University of Denver, 
George Peabody College for Teachers, and 
Gunzaga University; (column three) prestige 



public universities such as the University of 
North Carolina and the State University of 
Iowa; and (column four) representative pub- 
lic institutions such as the State University of 
New York at Oswego, Arizona State Univer- 
sity, anc* Northwest Missouri State College. 
The two categories of private insticutio.is had 
tuition levels of $1,534 and $960, respectively; 
the public institutions averaged about $310. 

Figures 1 and 2 summarize the family income 
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data. Figure 1 is particularly striking, for it 
indicates that there is little difference in the 
economic background of undergraduates in 
junior colleges, four-year colleges, and univer- 
sities. The median income of families of stu- 
dents in the three types of colleges is approxi- 
mately $11,000 for university students, 
$10,250 for junior college students, and $9,750 
for liberal arts college students. 

Figure 2, however, shows much greater di- 
versity in high- and medium-reputation pri- 
vate and public institutions. The estimated 
medians in this case are $13,500 for the select 
private institutions, $11,000 for the select pub- 
lic institutions, $10,500 for the other private 
institutions, and $8,500 for the other public 
four-year institutions. In this case the select 
public institutions and medium-quality pri- 
vate institutions show great similarity, be- 
tween the extremes represented by the others. 

The similarity of the select public-institu- 
tion students and representative private-insti- 
tution students is also e vident in many other 
characteristics shown in Table 4. Their par- 
ents’ educational backgrounds are almost 
identical, their degree aspirations and their 
achievement patterns are quite similar. 

Let me briefly pick out a few salient points 
from Table 4. Clearly a majority of freshmen 
today hope to obtain an advanced degree be- 
yond the baccalaureate. About 65 percent of 
the 1965 freshmen planned some postgraduate 
study, as contrasted with only 44 percent of 
the 127,000 freshmen asked the same question 
by Astin in a similar sample study in 1961. In 
1961 about 8 percent hoped to get the doctor- 
ate, and 11 percent an advanced professional 
degree; by 1965 these percentages were about 
14 percent and 10 percent. Interestingly, a ma- 
jority of students in each type of institution 
planned advanced study, although, as expect- 
ed, the concentration was heaviest in the pres- 
tige private institutions (but, surprisingly, 
lowest in the select public institutions). 

The next vwo items provide an interesting 
insight into the admissions problem. The aver- 



age number of applications for college admis- 
sion was about two and a half per student 
(highest in the private institutions) ; the aver- 
age number of acceptances received was about 
two. These flgures suggest that the 1965 ad- 
mission volume was more than four million ap- 
plications, more than three million accept- 
ances, and one and a half million students who 
Anally registered. Although students may have 
been tempted to understate slightly the num- 
ber of applications made and to overstate the 
number of acceptances, the data suggest that 
only about one-fourth of student applications 
are actually rejected by the receiving institu- 
tions, but that more than half the accepted 
students in any particular institution do not 
Anally enroll (declined admission and “no 
shows” were 58 percent for select private col- 
leges, 55 percent for other private institutions, 
and about 45 percent for public institutions). 
The answers to the next question about school 
of preference are either a justiflcation after the 
fact, or a note of praise for the complex ad- 
missions system that put 4 out of 5 students 
v/here they wanted to be in the first place. 

In terms of secondary school background, 
the select private colleges draw more heavily 
from the nondenominational private second- 
ary schools, and the other private colleges 
draw more heavily from the denominational 
schools (three-fourths of this number were 
from Catholic schools), than do the public in- 
stitutions. In secondary school academic 
achievement the select private colleges, on the 
average, attract the most promising students, 
followed by the select public institutions (who 
get relatively fewer, but absolutely as many, 
distinguished students) ; the other private and 
public colleges follow in that order. 

Although about a third of the parents of 
students in the prestige private colleges did 
not have any college experience of their own, 
for the rest of the student families the number 
is closer to half. This says a great deal about 
the impact of expanded college opportunities 
in the post-World War II years and is a trib- 
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ute both to parental aspirations and to the 
open-door policy of most of American higher 
education. Perhaps the distribution of paren- 
tal attainment is still too skewed in favor of 
college graduates begetting college graduates 
to suit some social architects, but figures of 
this sort always renew my optimiism about the 
future of America. 

Finally, the last section of Table 4 shows 
the distribution of parental incomes, which is 
shown also in Figure 2. A number of colleges 
were requested to compare the parental in- 
come figures provided by students with the 
figures supplied by parents to the css, and 
the close approximation was a pleasant sur- 
prise. Parents beware: children know more 
about your affairs than you think they do. 

In conclusion, let me offer a few reflections 
on the material presented here. There are few 
surprises in the data — although I found it use- 
ful to confirm some of my presuppositions and 
to qualify others. Gresham’s law apparently 
does not apply to higher education, for poor 
quality or low cost colleges do not drive out 
high quality-high price institutions. If any- 
thing, it works the other way around for the 
several hundred private colleges and univer- 
sities that have developed a wide reputation 
for both educational quality and selectivity. 
If the colleges that are less well endowed both 
financially and intellectually are facing the fu- 
ture with less optimism, I believe the root 
cause is basically that the quality of the pub- 
lic institutions has been rising in almost every 
state. Thus “the plight of the small college” 
one hears so much about today is itself a 
symptom of the success of public higher edu- 
cation. From the vantage point of the nation 
as a whole this probably represents a substan- 
tial net gain, even though it may be disheart- 
ening to those whose lives are invested in these 
struggling private institutions. However, it 
should be pointed out that rarely in the last 20 
years has an institution doing even a reason- 
ably good job of education ever failed and dis- 
appeared - although a modest number have 



merged with stronger colleges, and a small 
number have become public institutions. 

My impression is that price is a deciding 
factor in surprisingly few instances in deter- 
mining whether or not to go to college - it looms 
largest to those students who are weakly moti- 
vated, to those who are somewhat dubious 
academic risks, and to those whose resources 
are quite limited. Few would disagree that 
educators should do everything possible, at 
the institutional, state, and federal level to 
minimize the problem for the last of these 
three groups. A number of studies have indi- 
cated that cost is a relatively minor considera- 
tion in preventing bright youngsters from at- 
tending college. Interestingly, in Table 4 there 
is almost no difference in the concern over fi- 
nances of students in any of the four catego- 
ries. But once the decision has been made to 
go to college, I think it goes without saying 
that price is important in encouraging or dis- 
couraging an application to a particular insti- 
tution. Given the applications received, most 
private and public colleges will bend over 
backwards to admit students on the basis of 
merit and to find the necessary means of fi- 
nance for the student in need. The differences 
among categories of institutions that show up 
in Table 4 - 1 am convinced, although I can- 
not prove the point — are probably less than 
the differences that would exist if one com- 
pared the total group of applicants. Perhaps 
Astin’s data bank can answer this question 
several years from now. One useful finding 
that it will be able to provide in a few years is 
a description of the ways the economic, so- 
cial, and intellectual characteristics of the stu- 
dent body in any given college, or group of 
colleges, changes over time. I, for one, will be 
eagerly awaiting the results, for as chief ad- 
ministrative officer of a private university 
that has raised the average entering Scholastic 
Aptitude Test score by 100 points in three 
years (coincident with a decrease in freshman 
enrollment of nearly one-fourth), I would find 
the answers to such questions invaluable. 
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